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§ 704.3 Planning: Strategic and Busi-
ness Plans.

(a) The board of directors of a cor-
porate credit union shall adopt a stra-
tegic plan with appropriate objectives
and goals. This plan will be reviewed
periodically during the year to deter-
mine that the goals are being accom-
plished. At least annually, the strate-
gic plan will be reviewed and updated.

(b) A business plan will be prepared
for any material expenditure in fixed
assets, new products and services, or
investments in a CUSO.

§ 704.4 Asset/Liability Management.
(a) General. Corporate credit unions

shall develop and implement com-
prehensive written funds management
policies.

(b) Monitoring. Corporate credit
unions shall prepare monthly reports
showing the degree of mismatch be-
tween the sources and uses of funds for
the various timeframes.

§ 704.5 Capital Goals, Objectives and
Strategies.

(a) General. Corporate credit unions
shall adopt formal, written goals (both
long-term and short-term), objectives
and strategies, including a budgetary
process, for the building of capital.

(b) Impact study. Where a proposed
new service or program, purchase or
lease of a fixed asset, or investment in
or loan to a CUSO has a material effect
on a corporate credit union, the cor-
porate credit union shall perform a
cost/benefit analysis of the activity
and a study of its impact on the capital
position of the corporate credit union.

(c) Monitoring. Management will es-
tablish monitoring standards and pro-
cedures to periodically review and re-
assess the capital position of the cor-
porate credit union and will document
the review.

§ 704.6 Investment.
(a) Policies. A corporate credit union

shall develop written investment poli-
cies which address, at a minimum:

(1) Risk diversification;
(2) Funds management strategies;
(3) Approved investment issuers, in-

struments, credit limits, credit ratings,
and list of permissible institutions;

(4) Approved list of broker/dealers;

(5) Authorization of and limitations
on persons/committees making invest-
ments; and

(6) Procedures to periodically evalu-
ate the quality of the investment port-
folio.

(b) Limitations.
(1) Credit Union Service Organiza-

tions (CUSOs). The aggregate of all in-
vestments in CUSOs shall not exceed 15
percent of a corporate credit union’s
capital unless permission is obtained
from the National Credit Union Admin-
istration Board (NCUAB). A corporate
credit union is prohibited from utiliz-
ing CUSO authority to acquire control,
directly or indirectly, of another finan-
cial institution, or to invest in shares,
stocks or obligations of another finan-
cial institution, insurance company,
trade association, liquidity facility, or
similar organization. Except to the ex-
tent that they are inconsistent with
this paragraph, a corporate credit
union investing in a CUSO shall adhere
to the applicable provisions of para-
graphs (c) through (e) of § 701.27 of this
chapter.

(2) Other Investments. Corporate
credit unions shall be limited to the
following additional investments:

(i) Investments authorized by sec-
tions 107(7), 107(8), and 107(15) of the
Federal Credit Union Act and part 703
of this chapter, except where those au-
thorities are inconsistent with other
limitations of this section;

(ii) Deposits in state banks, trust
companies, and mutual savings banks
not domiciled in the state in which the
corporate credit union does business;

(iii) Deposits in, the sale of Federal
Funds to, and debt obligations of for-
eign banks subject to the following re-
quirements:

(A) The bank must have assets of at
least US$ 20 billion, and the invest-
ment must be rated not lower than A–
1 (or equivalent) for short-term (initial
maturity of 1 year or less) investments
by an SEC-recognized rating agency,
and not lower than AA– (or equivalent)
for long-term (initial maturity over 1
year) investments. Short-term invest-
ments downgraded below A–2 (or equiv-
alent) and long-term investments
downgraded below A– (or equivalent)
by the same rating agency used when
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